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Wall Financial Corporation was formed as a public company in 1969. The Company is focused on the devel- 
opment, acquisition and management of residential income producing properties, the development and sale 
of single and multi-family housing and the development and management of hotel properties. Over 95% of 
the Company’s activities are concentrated in Greater Vancouver. The total Company portfolio as at May 31, 
2002 contains 1,528 rental residential units and 865 hotel rooms. 


5 Year Comparison 


Years ended January 31 


2001 2000 1999 1998 
Income Statement 
Revenue and other income $ 86,379,288  $ 101,897,120 $ 72,577,752 $71,007,793 
Cost of sales and expenses 80,862,581 105,463,255 64,552,001 45,641,956 
Earnings before income taxes 5,516,707 (3,566,135) 8,025,751 25,365,837 
Net income (loss) 4,548,390 (5,339,803) 7,545,742 18,052,041 
Earnings per share $ 0.14 ($ 0.16) $ 0.22 $ 0.54 
Earnings before depreciation, 
interest & income taxes 14,769,260 5,636,463 18,002,545 37,116,748 
Per share $ 0.45 $ 0.17 $ 0.54 $ 1.10 


Balance Sheet 
Total Assets 


$ 264,347,976 


$ 243,990,817 


$ 207,010,059 


$ 191,709,440 


Rental Apartments 49,235,676 30,041,205 27,265,362 29,029,723 
Hotel 81,658,063 82,254,054 83,169,263 83,393,224 
Properties held for and 

under development 116,510,473 101,746,819 63,882,867 46,812,409 
Fixed rate debt 132,986,436 107,573,268 103,311,451 38,816,178 
Floating rate debt 61,861,748 64,344,864 30,993,197 78,693,400 
Shareholder’s Equit 

Book value $ 46,819,521 $ 42,794,840 $50,172,957 $ 46,065,247 
Book value market price $ 1.42 $ 1.28 $ 1.50 $ 1.37 
Common share market price 

High $ 3.60 $ 3.20 $ 3.50 $ 5.00 
Low $ 2.40 $ 2.75 $ 2.50 $ 2.75 
Dividends paid 0 $ 1,692,331 $ 3,395,137 0) 
Dividends paid per share 0) $ 0.05 $ 0.10 0 
Operations 

‘Number of rental units 1,528 1,346 1,346 1,346 
Number of hotel rooms 55, S}Sy// 557; aay// 


With the completion of the final phase of Wall Centre in May, 2001, 

the Company’s growth and effort is directed towards new residential 
developments primarily in downtown Vancouver. Most notably, we are 
completing the 430 unit Metropolitan Towers project in November, 2002 
and we closed, in May 2002, on the purchase of a 2.2 acre residential 
development site in the Yaletown area of Vancouver. The site is zoned for 
490,000 square feet of residential development and we are actively pursuing 
development approvals. In addition, we are underway with due diligence 
analysis on a 460 unit site near Wall Centre and are proceeding with a 30 
acre single family subdivision in South Surrey. 


The improving economic and investment climate in British Columbia 
coupled with low interest rates has contributed to a more buoyant 

residential real estate market. We expect this trend to continue over the next 
year and have placed ourselves in a position to profit from this opportunity. 


The rental apartment market continues to improve with vacancy rates at or 
below 1.0% in Vancouver and at 2.2% in the suburban markets. We expect 
that vacancy rates will remain low with 3% rent increases over the next 6 
months. 


We experienced a significant downturn in hotel bookings post 9/11 and 
worked quickly and diligently to minimize the impact by reducing overhead 
costs and staffing levels. In early 2002, the rate of bookings began to improve 
and we expect this trend to continue for the balance of 2002 and into 2003. 
With the largest hotel in B.C., we will benefit from the continued growth in 
tourism and hospitality and the 2010 Olympic Bid, if successful. 


Net income for the year was $3,012,730 or $0.09 per share 
On February 22, 2002, the Company paid a dividend of $0.075 per share. 
The Company shall continue to pursue development and acquisition 


opportunities for residential properties in prime locations throughout 
Greater Vancouver. 


Bruno Wall, President 


May 31, 2002 


Management 
Discussion & 


Mnalysis: 


Sale of 


Real Estate 


47% 


Wall Financial Corporation is a B.C. based publicly owned real estate 
company founded in 1969. 


Over 95% of the Company’s revenue is generated from assets which are 
situated in the Greater Vancouver area of British Columbia. The Company’s 
activities are concentrated as follows: development and management of 
residential rental units; development and construction of residential housing 
for re-sale; development and management of hotel properties and 
investments in marketable securities. 


2002 OPERATING RESULTS 


Gross revenue from rental and hotel operations increased by 17.2% or 
$7,368,614 while gross margins increased by $1,563,417 or 9.3%. Revenue 
from the sale of development properties increased by $918,555. 


Rental Apartments. Revenue increased by $1,756,509 as newly acquired 
properties were renovated and re-rented. Increasing rental rates, especially 
in urban Vancouver, and reduced vacancy losses also contributed to this 
increase in revenue. The revenue increase was partially offset by higher 
utility costs, especially natural gas, and the increased water and sewer fees in 
the City of Vancouver. Gross margins for the year increased by 12.3% or 
$1,001,124. 


Hotels. Revenue increased by $5,612,105 or 20.1% due to the 308 room 

expansion of the Sheraton Vancouver Wall Centre. This was below 
expectations due to the negative impact of September 11th. Gross 

margins increased by $562,293 or 6.5%. Management antici- 
pates a 12 to 15% increase in hotel revenue this year. 
Rental : 

~ income Development properties. Revenue from the sale of 

hes : development properties remained stable while margins 

increased due to higher sales prices and the general 

strengthening of the market. 


Investments. The Company’s investment portfolio is 
inactive with a primary focus on recovering losses from 
previous years through litigation. 


Other. General and administration costs increased slightly 
while interest costs increased by $2,041,398. This increase 


Revenue Source consists of a pre-payment penalty of $914,433 ona 


mortgage repayment and the carrying cost of additional 
hotel debt as the expansion of Wall Centre was completed. Depreciation 
increased by $1,385,972 due to the opening of the additional hotel rooms. 
Capital taxes were reduced as a result of changes in provincial legislation. 


FIXED RATE DEBT 


We increased the amount of fixed rate debt by $7,678,666 primarily to finance the addition of the new 
hotel tower and to increase liquidity. 


The schedule of fixed rate debt illustrates our current refinancing requirements over the next five years. 
All fixed term debt obligations are in good standing and the security provided in respect of these debt 
obligations is typical of the industry. 


Schedule of Fixed Term Debt 


ID UWEAIDAUIE 2 ittuce ssacccsscaccccosesccetrsoosesenttescccchaaessoeuestcsssecasetecsescass AMOUNT 
FADO eas eh sabc a Scot Nae aal eisai eee pao acca acetone ane re me 7,577,999 
Aah ote he cone ne hse te tacit ae CoM mac BERR NA Gers AS evans cent dds caaeaci acne: 73,788,985 
PAD US eae Is ees care eects aaa Sacnaeaa eh eae ee ae a PE 1,638,834 
SAL Y OS se sot cet Raa Ae aces ee Ge Sane een C8 a eg Aone SrEREN ee 14,049,045 
LW ONT et RW RIE A 2 I Lak Re Ea 8,268,142 
BEL CAL EGR Ate arctan eh Oey emhA Moreee RE Aurermeecs zaman tei 35,342,097 
LG E coneo saeco nates gaecoapgsr ocSeb aca Jacticoa- He ace couceor ns asedecc pe enc COCB aco secoerd 140,665,102 


7.04% weighted average interest rate 


FLOATING DEBT RATE 


Floating rate debt consists of two components: 


1. Bank lines of credit or demand loans secured by revenue producing properties. As of January 31, 2002, 
the Company has $17,093,835 available in its credit facilities. Most of the Company’s bank lines of 
credit have been in place for many years. Interest rates are based on prime lending rates, Banker 
Acceptance rates and LIBOR Loans. Debt is managed by fixing rates for periods of up to a year 
through interest rate swaps. 


2. Committed term construction loans which are available on a progress draw basis. These loans are 
secured by properties under development and interest rates are prime based or Banker Acceptance 
rates. 


All floating rate debt obligations are in good standing. 


The Company maintains excellent relations with six Canadian banks. 


Fixed vs. Floating Debt 


in thousands of dollars 
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ASSET REVIEW 


The Company’s portfolio of rental apartments remained stable at 1,528 units while the hotel portfolio 
increased by 308 rooms ($57,823,041) as the expansion of the Sheraton Wall Centre was completed in 
May, 2001. 


Asset Mix 


REVENUE PROPERTIES 


Hold for 


& y 
Under Rental 


Development 
23% 


The Company completed the extensive renovations and re-rental of the two 

properties over the past year. There were no sales or acquisitions of rental 

properties. Vacancy rates generally declined, especially in urban Vancouver, and 
we were able to increase rental rates at most properties. 


Portfolio of Rental Properties (as of January 31, 2002) 


Property Name and Address Year Built No. of Units Percentage of 
or Acquired Ownership 

Amber Lodge, 1045 West 14th Avenue, 1972 50 100 

Vancouver, B.C. 3 

Ambleside Tower, 1552 Esquimalt Avenue, 1970 185 100 

West Vancouver, B.C. 

Beaconhill, 125 West Keith Road, 1969 98 100 

North Vancouver, B.C. 

Blenheim Terrace, 3333 West 4th Avenue, 2000 25 (50) 50 

Vancouver, B.C. 

David’s Court, 3300 Oak Street, 2000 50 100 

Vancouver, B.C. : 

Greenwood Gardens, 14831 — 104th Avenue, 1972 183 100 

Surrey, B.C. 

Jody Apartments, 941 West 13th Avenue, 2001 38 100 

Vancouver, B.C. 

Maple Place, 10611 — 10675 150th Street, 1973 250 100 

Surrey, B.C. 

Pacific Park, 9450 — 9480 128th Street, 1974 288 100 

Surrey, B.C. 

Point Grey, 2474 Point Grey Road, 1990 4 100 

Vancouver, BC 

Seafair, 3851 Francis Road, 1969 78 100 

Richmond, B.C. 

Shannon Mews, 7131 Granville Street, 1976 161 100 

Vancouver, B.C. 

Vista Del Mar, 145 West Keith Road, 1967 83 (119) 70 

North Vancouver, B.C. 

Yorkshire, 2336 York Avenue, 1970 35 100 


Vancouver, B.C. 1,528 


HOTELS 


With the completion and opening of the 308 room expansion at the Sheraton Wall Centre, we now own 
and operate the largest single hotel property in BC. While the events of September 11th had a 
significant negative impact on revenues in 2001 and early 2002, we are experiencing a rebound in 
bookings and expect a strong summer and fall. In addition, the expanded meeting and convention 
spaces are attracting new local and international groups and conferences. 


Portfolio of Hotel Properties (as of January 31, 2002) 


Property Name and Address Year Built No. of Units Percentage of 
or Acquired Ownership 
Sheraton Wall Centre Hotel, 1994 428 100 


1088 Burrard Street, Vancouver, B.C. 
South Tower 


Sheraton Wall Centre Hotel, 2001 308 100 
1088 Burrard Street, Vancouver, BC 736 
North Tower 

Vancouver Airport Comfort Inn, 1997 129 100 
3031 No. 3 Road, Richmond, B.C. 865. 


PROPERTY HELD FOR AND UNDER DEVELOPMENT 


The net change in assets under development was a decrease of $46,001,748. 


e Wall Centre Phase II: The hotel component opened in May, 2001 and is now classified as a rev- 
enue—producing property. We closed on the sale of 86 residential and timeshare units with the bal- 
ance of sales closing in the first and second quarter of fiscal 2003. 


e Metropolitan Towers: This 430 unit residential project is scheduled to complete in November, 2002. 
We financed the project as a rental development and will review our options (sale or retain as rental) 
prior to completion. 


e Dockside: We are developing this 49 unit condominium project in conjunction with a joint venture 
partner. Substantial completion was achieved in January, 2002 and sales are at 88%. We anticipate 
completing on all sales by August, 2002. 


e¢ 900 Mainland Street: We purchased this 2.2 acre parcel in May, 2002. It is zoned for approx. 
490,000 s.f. of residential development and we expect to commence with construction in May, 2003. 


¢ In September, 2001 we acquired a 30 acre subdivision site in South Surrey. We expect to receive devel- 
opment approval in August, 2002 to construct 30 single family one acre lots. 


¢ Two potential properties are located in Abbotsford one hour east of Vancouver, both zoned for wood- 
frame condominiums. Due to weak market conditions, a construction commencement date has not 
been determined. 


INVESTMENTS 


The Company portfolio of investments has been significantly reduced and we have no intention of 
increasing our portfolio at this time. 


Total Assets 
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DIVIDENDS 


The Company paid a dividend of $0.10 per share on April 20, 2001. The Company paid a dividend of 
$0.075 per share on February 22, 2002, which is included in the January 31, 2002 financial statements. 


RISK MANAGEMENT 


In the normal course of its business, the Company is exposed to various risks which may affect its 
performance. These risks and the company’s actions are summarized below. 


In its operation of residential revenue producing properties, the company’s primary risks are reduced 
revenue growth in the event of increased vacancy rates, the inability to increase rental rates due to 
oversupply, restrictive government legislation and the failure to maintain the properties at a competitive 
level. 


The Company minimizes these risks by insisting on a high standard of maintenance and invests only in 
those locations highly desired by tenants. Vacancy rates in Vancouver have remained at or below 1% while 
rates in the suburban markets are 2.2%. To keep properties competitive, management is continuing with 
capital improvements at those properties where the greatest benefit in terms of increased rents may be 
achieved. 


In its hotel operations, the Company is exposed to a variety of risks such as changes in market conditions, 
an increase in the supply of hotel rooms, currency rate fluctuations and changes in the labour market. 
These risks are managed by securing long-term relationships with clients, developing and enchancing our 
relationships with international hotel chains and their reservation systems and ensuring that we have a 
strong and open relationship with our staff. 


The Company manages the risk associated with development activities by only acquiring land which is 
zoned for its intended use or where the required re-zoning is contemplated and encouraged by the 
governing authorities. Inventories of unsold units are kept at an absolute minimum and pre-sale 
programs are undertaken where feasible. 


FINANCIAL RISK 


The Company enjoys excellent relations with several major Canadian chartered banks and numerous 
fixed term lenders. With a solid base of income producing properties, the Company’s credit facilities 
have been maintained and in some cases enhanced. 


Over the next fiscal year, the Company’s credit requirements consist of the following: 


¢ Capital improvements to selected revenue producing properties. Improvements will be funded from 
cashflow. 


¢ Re-financing rental apartment term debt as it matures per the enclosed schedule. Given the current 
interest rates and the stable cashflow from rental apartments, management does not anticipate any 
difficulty in re-financing term debt. 


¢ Construction financing for condominium development. All projects under construction or 
contemplated for construction within the next six months are financed at 70% to 75% of cost. It is 
management’s policy not to proceed with new construction or land purchases if financing 
commitments are not in place. 


e ~=Refinancing hotel term debt as it matures. Management has successfully secured term financing for 
the existing Sheraton Wall Centre and the 308 room addition. 


OUTLOOK FOR OPERATING CONDITIONS 


The rental apartment market remains stable with forecast increases in revenue and values in both urban 
and suburban areas. With current low interest rates and sound management, these properties will 
continue to produce cashflow which may be used for investment and development opportunities. 


We remain positive on the outlook for the hotel industry in Vancouver and believe that there are 
opportunities for revenue growth. With the expansion of Wall Centre as the largest single hotel in B.C., 
we are ideally positioned to take advantage of the growth in tourism and travel in B.C. and Canada. 


Auditors’ 
Report 


TO, the 


Shar ch olde SY 


We have audited the consolidated balance sheets of Wall Financial 
Corporation as at January 31, 2002 and 2001 and the consolidated 
statements of operations and retained earnings and cash flows for the years 
then ended. These financial statements are the responsibility of the 
Company’s management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted 
auditing standards. Those standards require that we plan and perform an 
audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all 
material respects, the financial position of the Company as at January 31, 
2002 and 2001 and the results of its operations and its cash flows for the years 
then ended in accordance with Canadian generally accepted accounting 
principles. As required by the Company Act (British Columbia), we report 
that, in our opinion, these principles have been applied, after giving 
retroactive effect to the method of computing earnings per share explained 
in note 2(m) to the financial statements, on a consistent basis. 


KFU aay be re 


Chartered Accountants 


Vancouver, Canada 


April 22, 2002 


January 31, 2002 and 2001 


Assets 


Properties (note 3): 
Revenue-producing properties: 
Rental 
Hotel 


Held for and under development 


2002 2001 


$ 49,752,870 $ 49,235,676 


Investments (note 4) 

Amounts receivable (note 13(d)) 
Taxes recoverable 

Other assets (note 5) 


Cash and cash equivalents 


139,481,104 81,658,063 
189,233,974 130,893,739 
70,508,725 116,510,473 
259,742,699 247,404,212 
782,810 908,844 
5,888,891 4,103,428 
2,027,736 6,849,273 
2,289,641 2,360,461 
2,952,274 2,721,758 


Liabilities and Shareholders’ Equity 


Debt on properties (note 6): 
Bank indebtedness 


Mortgages on revenue-producing properties 


$ 273,284,051 $ 264,347,976 


$ 63,297,597 $ 61,861,748 


Accounts payable and accrued liabilities 


Dividends payable (note 8(c)) 


Future income taxes (note 12) 


Non-controlling interest held by officers (note 7) 


Shareholders’ equity: 
Share capital (note 8) 
Retained earnings 


140,665,102 132,986,436 
203,962,699 194,848,184 
5,768,079 6,465,171 
2,447,907 = 
16,557,666 15,489,257 
1,543,368 725,843 
230,279,719 217,528,455 
3,118,454 2,843,193 
39,885,878 43,976,328 
43,004,332 46,819,521 


Commitments and contingencies (note 11) 


Subsequent event (note 16) 


See accompanying notes to consolidated financial statements. 


Approved on behalf of the Board: 


Le. 


Director 


ph 


$ 273,284,051 $ 264,347,976 
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Director 
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Consolidated Statements: of Operations. and Retained Sarnings 


Years ended January 31, 2002 and 2001 


2002 2001 
Revenue 94,553,815 $ 86,219,587 
Cost of sales and operating expenses 73,855,413 68,377,681 
20,698,402 17,841,906 
Other income (losses): 
Investment income 365,002 102,314 
Gain on sale of revenue-producing properties 173,675 195,478 
Gain (loss) on foreign currency translation 87,344 (138,091) 
626,021 159,701 
21,324,423 18,001,607 
Expenses: 
General and administration 2,992,717 2,781,189 
Interest (note 6(d)) 9,292,770 7,251,372 
Depreciation and amortization Soomlos 2,001,181 
Capital taxes 342,779 451,158 
16,015,419 12,484,900 
Earnings from operations before income taxes and 
non-controlling interest 5,309,004 5,516,707 
Income taxes (recovery) (note 12): 
Current 1,227,865 (464,957) 
Future 1,068,409 1,284,360 
2,296,274 819,403 
Earnings from operations before non-controlling interest 3,012,730 4,697,304 
Non-controlling interest - (148,914) 
Net earnings 3,012,730 4,548,390 
Retained earnings, beginning of year 43,976,328 41,202,160 
Adjustment for shares repurchased (note 8(a)) (1,346,486) (1,774,222) 
Dividends (note 8(c)) (5,756,694) : 
Retained earnings, end of year $ 39,885,878 $ 43,976,328 
Net earnings per share 0.09 $ 0.14 


Per share information (note 9) 


See accompanying notes to consolidated financial statements. 


Consolidated Statenents: of Cash Slows 


Years ended January 31, 2002 and 2001 


2002 2001 
Cash provided by (used in): 
Operations: 
Net earnings $ 3,012,730 $ 4,548,390 
Items not involving cash: 
Depreciation and amortization 3,387,103 2,001,181 
Future income taxes 1,068,409 1,284,360 
Gain on sale of revenue-producing properties (173,675) (195,478) 
Loss (gain) on foreign currency translation (87,344) 138,091 
Write-down of properties held for and under development 150,000 - 
Equity loss 2,249 22,887 
Non-controlling interest - 148,914 
Funds from operations 7,359,522 7,948,345 
Changes in non-cash operating working capital (note 10) 3,602,332 (7,101,861) 
Recovery of costs through real estate sales 44 278,899 42,298,752 
Additions to properties held for and under development (38,333,504) (57,062,406) 
Increase (decrease) in accounts payable and accrued 
liabilities for properties under development (1,089,675) (2,278,390) 
15,817,574 (16,195,560) 
Investments: 
Additions to revenue-producing properties (21,630,032) (20,469,043) 
Investments 159,106 5,645,121 
Additions to furniture, fixtures and equipment and other assets (68,160) (498,127) 
(21,539,086) (15,322,049) 
Financing: 
Proceeds from mortgages on revenue-producing properties 22,282,147 30,419,915 
Repayment of mortgages on revenue-producing properties (14,603,481) (5,006,747) 
Increase (decrease) in bank indebtedness 1,435,849 (2,483,116) 
Payments received on share purchase plan 318,150 171,500 
Shares repurchased (1,389,375) (1,837,209) 
Contributions by non-controlling interest 817,525 547,500 
Payments to non-controlling interest = (1,732,026) 
Dividends paid (3,308, 787) - 
5,552,028 20,079,817 
Decrease in cash and cash equivalents (169,484) (11,487,792) 
Cash and cash equivalents, beginning of year 2,721,758 14,159,550 
Cash and cash equivalents, end of year $ 2,552,274 $ Poli thers: 


Supplementary cash flow information (note 10) 


See accompanying notes to consolidated financial statements. 


Years ended January 31, 2002 and 2001 


1. Operations: 


The Company is incorporated under the Company Act of British Columbia. Its principal business activities 
include hotel operations, real estate development, and real estate investments. 


2. Significant accounting policies: 


(a) General: 


The Company’s accounting policies and its standards of financial disclosure are in accordance with the rec- 
ommendations of the Canadian Institute of Chartered Accountants and are substantially in accordance with 
the recommendations of the Canadian Institute of Public and Private Real Estate Companies. 


(b) Consolidation: 


The consolidated financial statements include the accounts of the Company and its subsidiaries. 


(c) Properties: 


(i) 


Revenue-producing properties: 


Revenue-producing properties are stated at the lower of cost less depreciation, and net recoverable amount. 
Depreciation is provided over the estimated useful lives of each asset category at the following annual rates: 


Asset Basis Rate 
Rental buildings 5% sinking fund 30 or 35 years 


Hotel buildings 5% sinking fund 40 years 


Held for and under development: 


The Company capitalizes acquisition and direct development costs for property held for and under develop- 
ment and for revenue-producing properties. In addition, the following are capitalized: 


- Direct carrying costs, such as interest and property taxes, as well as incidental revenues and 
expenditures, to property held for resale or development. 


A portion of the interest on general and specific borrowings to properties held for and under 
development until the development is complete; and 


Operating results of rental buildings until 80% occupancy is obtained; or 


Operating results of hotel buildings until a satisfactory level of occupancy is obtained or the expiration 
of a reasonable period of time following substantial completion. 


Where the estimated net realizable value of a property held for and under development does not exceed its book value, 
the property is recorded at the net realizable value and interest and carrying costs are charged to current operations. 


Years ended January 31, 2002 and 2001 


2. Significant accounting policies (continued): 


(d) 


(e) 


(f) 


(9) 


(h) 


Investments: 


' Investments in which the Company is able to exercise significant influence are accounted for by the equity 


method and, accordingly, include the Company’s share of undistributed earnings net of losses since acquisi- 
tion. Portfolio investments are recorded at cost and dividends are included in income. Marketable 
securities are recorded at the lower of cost and market. 


Furniture, fixtures and equipment: 


Furniture, fixtures and equipment are recorded at cost and depreciated using the straight-line method at rates 
ranging from 15% to 50%, except for leasehold improvements, which are amortized using the straight-line 
method over 5 to 10 years. 


Revenue recognition: 


Revenue from the sale of properties is recognized when all material conditions of the sale have been fulfilled, 
title to the completed unit is conveyed to the purchaser and the purchaser becomes entitled to occupancy. 


Foreign currency translation: 


All of the Company’s foreign activities are fully integrated and are translated using the temporal method. 
Monetary assets and liabilities are translated at the year-end exchange rate, non-monetary items are 
translated at historical rates and revenues and expenses are translated at the average rate for the year. 
Gains or losses from exchange transactions are included in the statement of income or are capitalized dur- 
ing the construction period in the case of foreign currency denominated debt used to finance construction. 


Deferred financing costs: 


Fees and costs relating to the negotiation of borrowings are deferred and amortized on a straight-line basis 
over the term of the related debt. 


Income taxes: 


The Company follows the asset and liability method of accounting for income taxes. Under the asset and 
liability method, future income tax assets and liabilities are recognized for the future income tax 
consequences attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases. Future income tax assets and liabilities are measured using 
enacted or substantively enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled. The effect on future income tax assets and 
liabilities of a change in tax rates is recognized in income in the period that includes the enactment, or 
substantive enactment, date. 
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Notes to- Consolidated Financial Statemens: 


Years ended January 31, 2002 and 2001 


2. Significant accounting policies (continued): 


(i) 


(k) 


(I) 


(m 


— 


(n) 


Use of estimates: 


Financial statements prepared in conformity with Canadian generally accepted accounting principles require 
management to make estimates and assumptions which can affect the reported balances. In determining 
estimates of net recoverable amounts and net realizable values for properties, investments, amounts receiv- 
able and other assets, the Company relies on assumptions regarding applicable industry performance and 
prospects, as well as general business and- economic conditions that prevail and are expected to prevail. 
Assumptions underlying asset valuations are limited by the availability of reliable comparable data and the 
uncertainty of predictions concerning future events. 


By nature, asset valuations are subjective and do not necessarily result in precise determinations. Should the 
underlying assumptions change, the estimated net recoverable amounts and net realizable values may 
change by a material amount. 


Statements of cash flows: 


The Company uses the indirect method of reporting cash flows, under which the net cash flow from operating 
activities is reported by adjusting net earnings for the effects of non-cash items and net changes in non-cash 
working capital balances. 


Cash and cash equivalents: 


Cash and cash equivalents consists of cash on hand, cash held at banks, bank overdrafts and term deposits 
maturing within ninety days from the date of acquisition. 


Earnings per share: 


Effective February 1, 2001, the Company adopted the new recommendations of the Canadian Institute of 
Chartered Accountants (“CICA”) relating to Section 3500 (“Earnings Per Share”) of the CICA Handbook. This 
new standard is mandatory for fiscal years beginning on or after January 1, 2001, and has been given 
retroactive application. Under this new standard, the treasury stock method is used instead of the imputed 
earnings approach for determining the dilutive effect of options issued in presenting diluted earnings per 
share. At January 31, 2002 and 2001, the Company had no options outstanding. As there are no potential- 
ly dilutive common shares outstanding, the new standard has no effect on the computation of earnings per 
share reported by the Company. 


Comparative information: 


Certain comparative figures have been reclassified to conform with the current year’s presentation. 


Notes to Consolidated Financiel Statements: 


Years ended January 31, 2002 and 2001 


5. Properties: 


2002 2001 
Revenue-producing: 
Rental: 
Land and building less accumulated depreciation 
of $10,436,734 (2001 - $9,846,733) -$ 49,752,870 $ 49,235,676 
Hotel: 
Land and building less accumulated depreciation 
of $4,341,562 (2001 - $3,506,218) 126,499,440 77,374,825 
Furniture, fixtures and equipment less accumulated 
depreciation of $10,455,866 (2001 - $8,633,526) 12,981,664 4,283,238 
189,233,974 130,893,739 
Held for and under development: 
Land held for development 6,896,624 3,229,894 
Housing inventory for resale 16,623,510 4,326,765 
Properties under development 46,988,591 108,953,814 
| 70,508,725 116,510,473 


$ 259,742,699 $ 247,404,212 


During the year, the following costs were capitalized to properties held for and under development. 


2002 2001 

Property taxes $ 330,620 $ 1,136,506 
Interest 6,151,477 6,295,395 

4. Investments: 

2002 2001 

Marketable securities $ 11,039 $ 127,394 
Portfolio investments 674,602 637,032 
Investments accounted for by the equity method 97,169 144,418 

$ 782,810 $ 908,844 


During the year, the Company incurred a loss of $2,249 (2001 - loss of $22,887) from its equity investments. 


FD 
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Notes to Consolidated Financial Statements: 


Years ended January 31, 2002 and 2001 


5. Other assets: 


2002 2001 
Deposits and prepaids $ 1,234,103 $ 1,377,746 
Deferred financing costs 472,931 508,189 
Inventory 428,343 231,268 

Furniture, fixtures and equipment, less accumulated 
depreciation of $943,308 (2001 - $1,280,883) 154,264 243,258 
$ 2,289,641 $ 2,360,461 

6. Debt on properties: 
2002 2001 
Bank indebtedness: 

Held for and under development $ 31,697,916 $ 38,063,024 
General corporate debt 31,599,681 23,798,724 
63,297,597 61,861,748 
Mortgages on revenue-producing properties 140,665,102 132,986,436 


$ 203,962,699 $ 194,848,184 
(a) Bank indebtedness on properties held for and under development: 


At January 31, 2002, the Company has borrowed $31,697,916 (2001 - $38,063,024) on available 
construction financing facilities in the form of Canadian dollar prime rate loans, letters of credit, and bankers 
acceptances maturing at dates between February 11, 2002 and April 8, 2002. The maximum available 
funding under such facilities is $59,847,000 (2001 - $90,600,000). Of the amount borrowed at January 31, 
2002, $28,700,000 bears interest at fixed rates with a weighted average of 3.95% per annum and the 
balance bears interest at floating rates ranging from prime plus 0.375% to prime plus 0.625% per annum. 
The credit facilities are secured by first mortgages and assignment of rents on the related properties. 


Notes to. Consolidated Financial Statements: 


Years ended January 31, 2002 and 2001 


6. Debt on properties (continued): 


(b) General corporate debt: 


(c) 


At January 31, 2002, the Company’s borrowings of $31,599,681 (2001 - $23,798,724) are made by way of 
lines of credit with maximum available amount of $48,693,516 (2001 - $39,600,000). Of the amount borrowed 
at January 31, 2002, $5,692,176 bears interest at a fixed rate of 5.5% per annum and the balance bears 
interest at a rate of prime plus 0.5% per annum. The debt is secured by fixed and floating demand 
debentures, second mortgages and an assignment of rents on certain revenue-producing properties. 
Included in these amounts are demand loans of U.S. nil (2001 - U.S. $50,000). 


Mortgages on revenue-producing properties: 


Mortgages on revenue-producing properties of $3,010,500 bear interest at floating rates ranging from prime 
plus 0.25% to prime plus 2.5% per annum and the balance bears interest at fixed rates with a weighted 
average rate of 7.04% per annum. Principal instalments payable within the next five years and thereafter are 
as follows: 


2003 $ 7,577,999 
2004 73,788,985 
2005 1,638,834 
2006 14,049,045 
2007 8,268,142 
Thereafter 35,342,097 

$ 140,665,102 


During 1999, the Company entered into a swap agreement to fix the interest rate on $27,500,000 of 
outstanding mortgages to 6.74% per annum. This agreement expires in fiscal 2004. The fair value of this 
swap agreement at January 31, 2002 was an asset of approximately $1,004,000. 


(d) Interest expense: 


2002 2001 

Interest on: 
Bank indebtedness $ 10,033,575 $ 8,764,707 
Mortgages on revenue-producing properties 5,410,672 4,782,060 
15,444,247 13,546,767 
Interest capitalized (6,151,477) (6,295,395) 


$ 9,292,770 $ eo one 


he 
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Notes to- Consolidated Financil Statements: 


Years ended January 31, 2002 and 2001 


7. Non-controlling interest held by officers: 


The Company has entered into co-owners’ agreements with Wall Equity Corporation (“Wall Equity”), a company 
owned by two officers of the Company, with respect to certain properties under development. Wall Equity has pro- 
vided up to 25% of the equity to finance such properties and owns an equal percentage interest therein. 


. Share capital: 
Authorized: 


54,000,000 common shares without par value 


Issued and outstanding: 


2002 2001 
Shares Amount Shares Amount 
Outstanding, beginning of year 33,087,865 $ 3,161,343 33,747,420 $ 3,224,330 
Shares acquired during the year 
through normal course issuer bids (449,110) (42,889) (659,555) (62,987) 
32,638,755 3,118,454 33,087,865 3,161,343 
Amounts receivable under share 
purchase plan : : (210,000) (318,150) 
32,638,755 $ 3,118,454 32,877,865 $ 2,843,193 


(a) In July 2001, the Company obtained regulatory approval to make a new normal course issuer bid which will 


allow the Company to purchase up to 1,645,848 of its issued and outstanding common shares. The new 
normal course issuer bid commenced on July 25, 2001 and will end on July 24, 2002. Between August 1, 
2001 and January 31, 2002, 278,200 shares were repurchased under the issuer bid at an average price of 
$3.20 per share. All shares purchased by the Company were cancelled. An amount of $864,657 


representing the excess of the consideration paid over the carrying value of the shares acquired, has been 
charged to retained earnings. 


In May 2000, the Company obtained regulatory approval to make a normal course issuer bid which allowed 
the Company to purchase up to 1,687,371 of its issued and outstanding common shares. This normal course 
issuer bid commenced on June 12, 2000 and ended on May 31, 2001. Between February 1, 2001 and May 
31, 2001, 170,910 (2001 - 659,555) shares were repurchased under this issuer bid at an average price of 
$2.92 (2001 - $2.79) per share. All shares purchased by the Company were cancelled. An amount of 
$481,829 (2001 - $1,774,222), representing the excess of the consideration paid over the carrying value of 
the shares acquired, has been charged to retained earnings. 


Notes to- Consolidated Financial Statements: 


Years ended January 31, 2002 and 2001 


8. Share capital (continued): 


(6) During the year ended January 31, 1992, the Company instituted a plan to enable certain employees to 
purchase shares in the Company at varying prices as determined by the Compensation Committee. 
Non-interest bearing loans are provided to these employees and are not repayable for ten years, except in 
the case of termination or death of the employee. During the year, payments of $318,150 (2001 - $171,500) 
were made to repay all of the amounts receivable under the share purchase plan. At January 31, 2002, the 
employee share purchase plan is no longer in existence. 


(c) On March 19, 2001, the Board of Directors approved a dividend of $0.10 per common share for each 
common share held on April 2, 2001. On April 20, 2001, a dividend of $3,308,787 was paid. On January 17, 
2002, the Board of Directors approved a dividend of $0.075 per common share for each common share held 
on February 6, 2002. On February 22, 2002, a dividend of $2,447,907 was paid. 


9. Per share information: 


2002 2001 

Weighted average number of common shares outstanding 32,726,240 33,265,843 
Basic and diluted per share amounts: 

Net earnings per share $ 0.09 $0.14 

Funds from operations $ 0.22 $ 0.24 


10. Supplementary cash flow information: 


Supplementary disclosures related to the statements of cash flows consist of the following: 


2002 2001 
Amounts receivable $ (1,785,463) $ (2,315,082) 
Taxes recoverable 4,821,537 (257325305) 
Accounts payable and accrued liabilities 566,258 (2,054,474) 


$ 3,602,332 $ (7,101,861) 


Supplementary information: 


Interest paid $ 10,193,495 $ 13,602,595 

Taxes paid recovered (3,331,404) 1,149,556 
Non-cash transactions: 

Dividends payable 2,447,907 - 
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Notes to. Consolidated Financial Statements: 


Years ended January 31, 2002 and 2001 


11. Commitments and contingencies: 


(a) The Company has entered into hotel franchise agreements in respect of its two hotel properties. Fees paid 


(b 


(Cc) 


(d) 


are calculated based on monthly gross hotel revenues and paid monthly. 


Estimated costs to complete properties under development: 
At January 31, 2002, the estimated costs to complete properties currently under development is 
approximately $29,700,000. ~ 


Operating leases: 
The Company rents property under long-term operating leases. The aggregate annual rent payable on 
these leases is as follows: 


2003 $ 965,915 
2004 906,807 
2005 515,627 
2006 260,000 
2007 260,000 
Thereafter 1,990,000 

$ 4,898,349 


Letters of credit: 
The Company has outstanding letters of credit at January 31, 2002 of $1,548,842. 


12. Income taxes: 


(a) Income tax expense differs from the amount that would be computed by applying the federal and provincial 


statutory income tax rates of 39.6% (2001 - 45.6%) to earnings before income taxes and non-controlling 
interest. The reason for the difference is as follows: 


2002 2001 
Computed tax expense $7 2,102,366 $ 2,515,618 
Increase (decrease) resulting from: 
Large corporations tax 545,538 427,900 
Losses not recognized 73,805 150,868 
Rate change (349,993) (2,250,000) 
Non-deductible expenses 234,962 - 
Non-capital loss carryback (590,242) - 
Other 279,838 42,921 
Non- controlling interest portion - (67,904) 


$ 2,296,274 $ 819,403 


Notes: to. Consolidated Financial Statements: 


Years ended January 31, 2002 and 2001 


12. Income taxes (continued): 


13. 


(b) The tax effects of temporary differences that give rise to significant portions of the future tax assets and future 


tax liabilities at January 31, 2002 are presented below: 


2002 2001 
Future tax assets: 
Capital loss carry forwards $ 578,000 $ 1,317,000 
Working capital 111,000 150,000 
Total gross future tax assets 689,000 1,467,000 
Valuation allowance (578,000) (1,317,000) 
Net future tax assets 111,000 150,000 
Future tax liabilities: 
Properties 16,668,666 15,639,257 
Total gross future tax liabilities 16,668,666 15,639,257 
Net future tax liabilities $ 16,557,666 $ 15,489,257 


Related party transactions: 


(a) 


In fiscal 1998, the Company sold 31 stratified units in one of its rental properties to certain directors, 
companies controlled by directors and an immediate family member of a significant shareholder on similar 
terms as sales to unrelated parties. The Company received net proceeds of approximately $5,800,000. The 
Company leased back 29 of the stratified units sold in one of its rental properties from certain directors and 
companies controlled by directors. The aggregate rental payments for 2003 are included in operating lease 
commitments (note 11(c)). Total lease payments for fiscal 2002 were $328,839 (2001 - $408,000). There are 
21 stratified units remaining at January 31, 2002. The leaseback arrangement expires in fiscal 2003. 


During fiscal 2002, management fees and other services totalling $176,361 (2001 - $154,438) were charged 
to companies controlled by directors. 


In fiscal 2002, the Company sold a unit at One Wall Centre to a director on similar terms as sales to 
unrelated parties. The Company received net proceeds of approximately $607,000. In addition, the Company 
provided the director with a mortgage of $100,000. Principal and interest were repaid, in full, March 5, 2002. 


In fiscal 2002, the Company provided a shareholder an interest bearing loan in the amount of $1,600,000. At 
January 31, 2002, the principal amount of the loan outstanding is $1,300,000. 


During fiscal 2001, the Company acquired an additional interest in two revenue-producing properties from 
certain directors or companies controlled by directors for $6,685,000. 
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Years ended January 31, 2002 and 2001 


14. Financial instruments: 


~— 


(a) The Company has the following financial instruments: amounts receivable, taxes recoverable, marketable 


securities, debt on properties, accounts payable and accrued liabilities, dividends payable and an interest rate 
swap contract. The carrying values of amounts receivable, taxes recoverable, accounts payable and accrued 
liabilities and dividends payable, approximate their fair values due to the short-term nature of these financial 
assets and liabilities. The market value of the marketable securities approximates cost. The Company’s 
market position relating to the interest rate swap contract is disclosed in note 6(c). Other financial instruments 
of a longer term nature are impacted by changes in market yields which can result in differences between 
their carrying value and their market value. Management estimates that these differences are not material to 
the financial statements. 


Interest rate risks: 

The Company has entered into an interest rate swap contract as disclosed in note 6(c) which is subject to 
changes in interest rates. In addition, the Company has debt outstanding on properties which bears interest 
at floating rates as disclosed in note 6. Fluctuations in the prevailing interest rate will impact interest expense 


in the future. 


15. Segment disclosures: 


2002 2001 
Revenue: 
Revenue-producing properties: 
Rental $ 16,640,471 $ 14,883,962 
Hotel 33,550,308 27,938,203 
50,190,779 42,822,165 
Sale of real estate 44,278,899 43,360,343 
Other 84,137 37,079 
$ 94,553,815 $ 86,219,587 
Earnings from operations before income taxes: 
Revenue-producing properties: 
Rental Sree 1821192 $ 2,825,730 
Hotel 3,003,201 3,907,561 
5,185,393 6,733,291 
Sale of real estate 2,309,097 452,650 
Unallocated corporate general and administration (2,114,892) (2,481,652) 
Other (244,269) 616,940 
Gain on sale of revenue-producing properties 173,675 195,478 
$ 5,309,004 $ 5,516,707 


Years ended January 31, 2002 and 2001 


15. Segment disclosures (continued): 


2002 2001 
Identifiable assets: 
Properties: 
Rental $ 50,771,664 $ 50,128,232 
Hotel 142,529,433 126,122,296 
Sale of real estate 64,054,689 71,615,778 
257,355,786 247,866,306 
- Other 16,115,673 16,669,078 
273,471,459 264,535,384 
Elimination of intersegment balances (187,408) (187,408) 
$ 273,284,051 $ 264,347,976 
Depreciation and amortization expense: 
Revenue-producing properties: 
Rental $ 595,402 $ 514,783 
Hotel 2,657,682 1,359,818 
3,253,084 1,874,601 
Other 134,069 126,580 
> 3,387,153 $ 2,001,181 


16. Subsequent event: 


In May 2002, the Company agreed to purchase certain development property in downtown Vancouver for 


$29,000,000. 
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